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the franchise, to which is added the value of the real and
tangible property, known as the "abstract value" of the
road, making a total which is termed the entire value of
the railway for purposes of taxation. This, however, is not
all; for if the value of the tangible property exceeds the
value of the stock and debt, the board declares the franchise
to be twenty per cent of the gross earnings. It will be
readily perceived that this measurement of a franchise, which
may give a result less than nothing, is rather awkward.
Indeed, the courts of New Jersey have overturned this
portion of the assessors' standard by pronouncing the estimate
based on gross earnings unconstitutional;1 but the main
element in the method of valuation was upheld on the easy-
going principle that no substantial injustice was done. It is
this absence of " substantial injustice" to which is due the
chaotic condition of franchise taxation in this country to-day.
In Illinois and in California, the method of taxing fran-
chises is similar to that of New Jersey. In Illinois, the board
of equalization adds the cash value of the stock to that of the
debt (excluding current debt), and declares the result to be
the fair cash value of the capital stock including the fran-
chise. From this the board deducts the equalized value of
all the tangible property, and declares the remainder to be
the value of the capital stock and franchise subject to taxa-
tion. This method was upheld by the Supreme Court of the
United States as being " probably as fair as any other."2 In
California, the value of the franchise is determined by sub-
tracting from the actual value of the capital stock the value
of all the items of property.8 In Kentucky, the assessors
deduct from the amount of the capital stock the assessed
value of all tangible property taxed in the state, and declare

1 Case of Railroad Tax Law, N. J. Court of Errors and Appeals, decided
May 29, 1880,   The case may be found in full in the Third Annual Report
of the State Board of Assessors, 1880, pp. 79-173.

2 State Railroad Tax Cases, 2 Otto 676.     Of. Railway vs. Backus, 164
U. S. 421.

8 Approved in Spring Valley Water Works vs. Schottler, 62 Cal. 60, 118 ;
Burke w. Badlam, 67 Cal. 694; San Jose" County vs. January, 57 Cal. 614.